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Table 24—-Prices and price spreads for RTC frying chicken, selected years l/

Item 1950 1955 1960 1965 1970 1971 1972 1973 1974 1975 1980 1981 1982 1983 1984 1985 1986 1987
Cents per pound, RTC 2/
Prices
Farm value 38.2 35.4 23.8 20.4 17.4 18.7 19.2 33.9 30.0 35.7 38.2 37.6 35.9 39.6 43.9 40.2 46.3 38.0
Retailer price NA NA  32.5 29.5 29.8 30.9 33.0 46.8 42.3 49.4 53.5 53.8 51.5 56.0 61.5 56.2 63.1 53.1
Retail market price 57.0 54.3 41.6 40.2 41.7 42.0 42,7 60.8 57.0 64.3 71.9 73.7 71.6 72.8 8l.4 76.3 83.5 78.5
Price spreads
Farm-to-retail 18.8 18.9 17.8 19.8 24.3 23.3 23.5 26.9 27.0 28.6 33.7 36.1 35.7 33.2 37.5 36.1 37.2 40.5
Farm-to-retailer NA NA 8.7 9.1 12.4 12.3 13.8 12.9 12.3 13.7 15.3 16.2 15.6 16.4 17.5 NA NA NA
Retailer-to-consumer NA NA 9.1 10.7 11.9 11.1 9.7 14.0 14.7 14.9 18.4 19.9 20.1 16.8 19.9 20.1 20.4 25.4
Percent
Farm share of retail
price 67.0 65.2 57.2 50.7 41.7 44.4 45,0 55.7 52.6 55.5 53.1 51.1 50.2 54.4 53.9 52.7 55.5 48.4

NA = Not available. l/ A farm cost can be estimated, but there is no longer a farm price. Farm value can be estimated; however, with vertical

integration it includes some costs which could well be attributed to marketing.
the retail price is any longer a meaningful measure of industry performance.

Sources: (72, 73, 74).

2/ RTC = Ready-to-cook.

Consequently, neither farm-to-retail price spread nor farm share of



allocate costs, one finds that responsibilities and costs have been shifted
from production to the marketing function and from the retailer to the
processor. A comparison of the farmer's share of the consumer's dollar as a
time series or in contrast with other commodities, therefore, could be quite
misleading.

Interregional Transit

Broiler production is highly concentrated in a few areas. These production
areas do not coincide with population concentrations, and broilers must be
moved from the surplus production areas to deficit areas (65). Actual data
are not collected on regional consumption or interregional shipments.
Therefore, we estimated regional consumption by multiplying population in the
region by the average U.S. per capita consumption. Using estimated regional
consumption, we determined surplus or deficit conditions for each region.§/

Total U.S. population increased from 214.2 million people in 1975 to 232.5
million in 1983. Most of this growth took place in the South and West.
Population, for example, grew by 10 million in the two southern regions and by
7.1 million in the Mountain and Pacific regions (excluding Hawaii and

Alaska). Northeastern population remained almost the same because New
England's 0.3-million increase was nearly offset by the 0.2-million decline in
the Mid-Atlantic States. The North Central region gained only 1.1 million
people.

The South Central and South Atlantic regions continue to increase their
surplus production of broilers for shipment to deficit reglons, so that fresh
chicken is readily available in all regions (table 25). Different rates of
population growth and production, however, affect the regional balance between
supply and consumption. Despite California's expanded production, the West is
becoming increasingly deficit. The West, in 1984, needed 1.75 billion pounds
shipped in, compared with 1.46 billion pounds in 1980 and only 53 million
pounds in 1950. One-fourth of total inshipments now go to the West,
contrasted with one-fifth in 1970 and only one-tenth in 1950. The
Mid-Atlantic region now accounts for about 25 percent of regional inshipments,
whereas it accounted for 29 percent in 1970 and 38 percent in 1950. New
England changed from a surplus area in 1950 to a self-sufficient area in

1960, But it became a deficit area by 1965, requiring nearly 600 million
pounds in 1984,

Three major factors caused the increase in interregional shipment of
broilers: production is becoming increasingly concentrated in the South, the
Nation's population is increasing, and per capita consumption continues to
rise.

Origins of receipts for a sample of 13 major cities in four different time
periods help identify broiler movements and how they have changed over time
(table 26). The origins of receipts for these citles are listed in order of
importance and reflect the shifting patterns of supply sources. Most regions
continue to receive broilers from the same producing area, although Midwestern
and West Coast cities have made some minor changes in supply sources. Shifts
reflect competition among broiler suppliers and buyers as production becomes
more concentrated in the major areas.

8/ See (14) for more detalled methodology.
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Table 25--Regional broiler production compared with consumption, selected years 1/

Region 1950 1955 1960 1965 1970 1975 1980 1981 1982 1983 1984
Million pounds, RTC 2/
New England 53.5 73.7 -1.9 -84.5 -194.8 -211.2 -387.7 -487 .7 -550.7 -563.8 -590.7
Mid-Atlantic -189.7 -338.4 ~-661.5 -939.0 -1,213.9 -1,177.6 -1,429.4 -1,481.4 -1,520.0 -1,589.5 -1,703.2
East North Central -155.4 -317.0 -662.0 -1,016.8 -1,382.3 -1,398.3 -1,843.7 -1,914.1 -1,958.4 -2,000.7 =-2,096.4
West North Central -70.1 -131.5 ~-256.4 -316.0 -494.5 -497.1 -679.6 -700.6 -712.6 -733.8 -764.,5
South Atlantic 419.3 682.1 1,234.7 1,592.3 2,018.3 1,998.0 2,685.5 2,857.3 3,036.8 3,143.9 3,278.1
East South Central -32.8 81.6 506.0 863.3 1,202.2 1,190.4 1,556.8 1,626.6 1,664.6 1,780.8 1,847.8
West South Central 38.4 126.0 304.0 642.1 996.8 1,043.6 1,555.1 1,651.7 1,652.8 1,644.7 1,779.5
Mountain -36.7 -73.6 -146.3 -210.8 ~-286.9 -355.5 -534.5 -570.8 -602.2 -626.4 -653.5
Pacific -16.3 -110.6 -284.2 -455.4 -613.7 -624.3 -922.4 -980.9 -1,010.3 -1,053.1 -1,097.0
L/ Per capita consumption was assumed to be uniform in all regions. Negative numbers indicate shortages met by inshipments from surplus

areas.
2/ RIC = Ready-to—-cook.

Sources: (6, 38, 80, 83).
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Table 26-—Origin of broiler receipts for 13 major cities, selected years

City

Area of origination/year

1969

1975

1980

1984

Boston

New York

Baltimore

Washington,

Atlanta

Cleveland

Chicago

St. Louis

DC

Minneapolis-

St. Paul

Denver

Los Angeles

San Francisco

Seattle

Delmarva Peninsula, New
England, Virginia

Delmarva Peninsula, North
Carolina, Georgia

North Carolina, Delmarva
Peninsula, Georgia

North Carolina, Delmarva
Peninsula, Georgia

Georgia, Alabama

Georgia, Missouri, Arkansas,
Ohio-Indiana

Alabama, Georgia, Mississippi,

Arkansas, Ohio-Indiana

Missouri-Arkansas, Alabama,
Mississippi, Georgia

Missouri-Arkansas, Minnesota,
Georgia, Mississippi, Alabama

Arkansas, Texas, Missouri,
Alabama

Arkansas, Texas, California,
Alabama, Louisiana,
Mississippi

California, Texas,

Mississippi, Arkansas, Alabama

Washington, Arkansas,
California

Delmarva Peninsula, New
England, North Carolina

Delmarva Peninsula, North
Carolina, Georgia

North Carolina, Delmarva
Peninsula, Georgia

North Carolina, Virginia,
Delmarva Peninsula

Georgia, North Carolina

Georgia, Missouri, Arkansas,
Ohio, North Carolina

Georgia, Missouri, Arkansas
Georgia, Missouri, Arkansas
Alabama, Georgia, Missouri,
Arkansas

Arkansas, Missouri, Georgia

California, Missouri,
Georgia

California, Missouri,
Arkansas, Georgia

Washington, Arkansas,
California

Delmarva Peninsula, New
England, North Carolina

Delmarva Peninsula, North
Carolina, Virgina, Georgia

North Carolina, Delmarva
Peninsula, Georgia

North Carolina, Virginia,
Delmarva Peninsula, Georgia

Georgia

Georgia, Missouri, Arkansas,
North Carolina

Georgia, Missouri, Arkansas
Georgia, Missouri, Arkansas
Alabama, Georgia, Missouri,
Arkansas

Arkansas, Missouri, Georgia

California, Missouri,
Arkansas, Georgia

California, Missouri,
Arkansas, Georgia

Washington, Arkansas,
California

Delmarva Peninsula, New
England, North Carolina,
Georgia

Delmarva Peninsula, North
Carolina, Georgia

North Carolina, Delmarva
Peninsula, Georgia

North Carolina, Georgia,
Delmarva Peninsula

Georgia, North Carolina
Georgia, North Carolina
Georgia, Missouri, Arkansas

Georgia, Missouri, Arkansas

Alabama,
Arkansas

Georgia, Missouri,

Missouri, Arkansas

California, Georgia,
Missouri, Arkansas

California, Missouri,
Arkansas

Washington, Arkansas,
California

Source:

L.



Interregional movements are limited by two factors: transportation costs and
time required to ship a highly perishable product.
costs of shipping broiler meat from major production areas to selected major
markets. Both the higher cost per pound and the extra shipping time make it
more difficult for distant producers to compete with nearby producers in the

same market.

Table 27 shows estimated

Table 27--Costs of trucking ready-to-cook broilers from major production
' areas to selected domestic consumer markets, 1982 i/

Transportation costs 3/

Primary production Major consumer Approximate
areas ~ markets distance 2/ Per mile Per pound

City Miles Dollars Cents
Delmarva Peninsula Philadelphia 110 2,01 1.47
(Seaford, DE) New Yeork City 210 1.58 1.94
: New Haven 270 1.47 2.32
North Carolina Washington, DC 270 1.47 1.21
(Burlington, NC) New York City 510 1.30 2.43
Buffalo 590 1.27 2.75
North Georgia Atlanta 50 3.10 1.03
(Gainesville, GA) Cleveland 650 1.25 2.98
Detroit 680 1.25 2.14
North Alabama Birmingham 60 2,77 1.11
(Gadsden, AL) Indianapolis 450 1.32 2.48
Chicago 630 1.26 2.91
Central Mississippi New Orleans 140 1.81 1.69
(Laurel, MS) Houston 440 1.33 2.44
Tampa 590 1.47 3.18
Western Arkansas St. Louis 410 1.34 2.29
(Hot Springs, AR) Minneapolis 830 1.22 3.38
Los Angeles 1,650 1.16 6.38
Eastern Texas Dallas 100 2,10 1.40
(Tyler, TX) San Antonio 300 1.44 2.16
San Diego 1,430 1.17 5.58
Central California Fresno, CA 60 2.77 1.11
(Merced, CA) San Francisco 120 1.93 1.54
Portland, OR 690 1.24 3.14

1/ Data are based on shipments to typical markets from major production

areas. Truckload lots were 400 boxes weighing 30,000 pounds or more without
ice. 2/ Reflects one-way highway mileage. 3/ Costs are based on round-trip
mileage assuming certain levels of backhaul depending on distance.

Source: Unpublished analysis of least-cost transportation rates.
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The industry is aware of the importance of extra shipping costs for longer
distances, and adjusts production and marketing accordingly. Table 28 depicts
the distribution pattern that would minimize shipping costs given the
production-consumption pattern that existed in 1982. The pattern approximates
actual flows fairly closely, although it ignores differences in other costs of
production and processing.

Seasonality of Processing

Broiler processors operate at a more uniform level throughout the year than
was true a decade ago. Although they continue to slaughter more during the
summer than winter, seasonal variability is lessening (table 29). Slaughter
in the short month of February in 1980-84 was 90 percent of the monthly
average but in June it was 106 percent, a range of 16 percentage points. By

comparison, the range for all of 1985 was 20 points. The range during the
1975-79 period was 25 points, an improvement over the 1965-69 period when it

varied by 28 points.

The processing plant serves as the focal point in supplying broilers to meet
demand. The processor rather than the individual producer schedules the flow,
deciding when to market the birds. Smoothing out seasonality enables the
processing plant and the entire complex to produce a greater volume with a

Table 28--Interregional movements projected to minimize broiler shipping costs
from primary production centers to major U.S. consuming regions, 1982 1/

Primary
production Major consuming regions Total
area 2/ New England Middle Midwest South Mountain Pacific
Atlantic
Million pounds, RTC
Central Maine 78 - - - - -— 78
Pennsylvania 95 258 - - -— - 353
Virginia , 341 171 - - - -— 512
Delmarva Peninsula 49 1,386 - - - -— 1,435
North Carolina 99 1,312 44 - - - 1,455
North Georgila - 49 740 1,043 - - 1,832
North Alabama - -— 1,199 264 - - 1,463
Central Mississippi —- — 35 883 - - 918
Western Arkansas - - 688 235 384 694 2,001
Eastern Texas - - - 506 44 117 667
Central California - - - - - 590 590

—-- = Not applicable.

1/ Based on unpublished analysis of optimum distribution patterns that
minimize transportation costs for current production.

g/ Other important production areas include Lake City, Florida, with 299
million pounds and Kelso, Washington, with 124 million pounds. Both ship to
markets within their State.
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Table 29--Seasonality of slaughtering broilers under Federal inspection

Item and month 1965-69  1971-74 1975-79 1980-84
average average average average 1980 1981 1982 1983 1984 1985 1986 1987
Million pounds 1/
Monthly slaughter:
January 460 639 750 984 962 974 934 1,021 1,029 1,155 1,211 1,276
February 406 573 665 911 873 864 902 934 984 991 1,087 1,158
March 450 633 781 1,032 920 1,011 1,052 1,106 1,069 1,082 1,116 1,298
April 469 622 767 1,032 1,009 1,027 1,018 1,054 1,052 1,197 1,250 1,277
May 510 691 832 1,064 1,007 1,026 1,006 1,096 1,184 1,222 1,229 1,261
June 524 684 834 1,068 976 1,043 1,085 1,125 1,113 1,095 1,195 1,371
July 508 662 799 1,016 936 1,037 1,029 977 1,103 1,203 1,197 1,338
August 544 708 863 1,060 914 1,004 1,057 1,113 1,210 1,198 1,181 1,257
September 514 625 798 1,019 942 1,040 1,043 1,045 1,026 1,182 1,242 1,371
October 533 685 844 1,058 997 1,034 1,010 1,038 1,213 1,252 1,256 1,381
November 434 590 716 911 796 873 930 937 1,019 998 1,050 1,177
December 468 590 747 964 940 974 971 942 995 1,094 1,252 1,337
Total 5,819 7,702 9,396 12,119 11,272 11,906 12,039 12,381 12,999 13,569 14,266 15,502
Annual monthly
average 485 642 783 1,010 939 992 1,003 1,032 1,083 1,131 1,189 1,292
Percent
Monthly slaughter
as share of average:
January 95 100 96 97 102 98 93 99 95 102 102 99
February 84 89 85 920 93 87 920 91 91 88 91 920
March 93 99 100 102 98 102 105 107 99 96 94 100
April 97 97 98 102 107 104 102 102 97 106 105 99
May 105 108 106 105 107 103 100 106 109 108 103 98
June 108 107 107 106 104 105 108 109 103 97 101 106
July 105 103 102 101 100 105 103 95 102 106 101 104
August 112 110 110 105 97 101 105 108 112 106 99 97
September 106 97 102 101 100 105 104 101 95 96 104 106
October 110 107 108 105 106 104 101 101 112 111 106 107
November 89 92 91 90 85 88 93 91 94 88 88 91
December 96 92 95 90 100 98 97 91 92 97 105 103

1/ Certified ready-to-cook weight.

Source: (78).



given set of facilities. This practice reduces average unit costs. All
production and marketing functions are coordinated to move the birds through
the slaughter plants as needed. If plants had followed the same seasonal
pattern in 1980-84 as did plants in 1965-69, they would have processed 676
million fewer pounds of broilers, or only 94.4 percent of the volume they
achieved.

Processing Losses

Young chickens are inspected twice at processing plants. Examination of live
birds is known as antemortem inspection. Examination of carcasses and
entrails after slaughter is known as postmortem inspection. Condemned birds
are not approved for human consumption.

In 1987, 21.3 billion pounds of live young chickens were inspected at
processing plants under Federal inspection, and 73 million pounds (0.3
percent) were condemned antemortem (table 30). Antemortem condemnations rose

Table 30--Condemnations and yields of broilers slaughtered under
Federal inspection, selected years

Year Antemortem Postmortem Yield 1/
condemnations condemnations -
Percentage of lbs. inspected Dress out percentage
1965 0.2 2.7 72.55
1966 .3 3.7 71.83
1967 .3 4.0 71.62
1968 .3 3.6 71.47
1969 A 3.5 71.53
1970 ) 4.0 71.41
1971 oh 3.6 71.51
1972 ) 3.1 71.72
1973 5 2.6 72.05
1974 4 2.2 72.28
1975 .3 1.7 72.77
1976 .3 1.8 72.43
1977 A 1.9 72.42
1978 .5 2.0 72.37
1979 A 2.0 72.23
1980 .3 1.9 72.58
1981 .3 1.7 72.77
1982 .3 1.6 73.16
1983 A 1.5 73.33
1984 .3 1.8 73.02
1985 .3 1.7 72.86
1986 .3 1.7 72.51
1987 .3 1.8 72.64

l/ Total pounds of certified ready-to-cook weight as a percentage of live
weight hung on the processing lines.
Source: Compiled from (68).
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Federal inspectors check broilers for
wholesomeness on the processing line.
Most broiler producers now have their
own slaughter facilities located near
their broiler-raising complexes.



from 0.2 percent in the early 1960's to 0.5 percent in the early 1970's, then
fell to 0.3 percent in 1987.

After the birds are slaughtered, their blood and feathers are removed (New
York-dressed). Assuming a 90-percent yield, post-slaughter weight of broilers
equaled about 19.2 billion pounds in 1987. The birds are opened and Federal
inspectors examine body contents, leading to some postmortem condemnations.

Postmortem condemnations are mainly due to diseases or infections such as
leukosis, septicemia, air sacculitis, synovitis, and tumors. Other causes are
bruises, death before slaughter, contamination, and overscald.

Federal inspectors condemned (postmortem) 349 million pounds (New York-dressed
weight) of young chickens in 1987. That amounted to 1.8 percent of the
broilers slaughtered (see table 30). Postmortem condemnations trended upwards
from the early 1960's until 1970, then trended downward, leveling out just
below 2 percent. Some of the decline in condemnations is undoubtedly due to
the development and use of Marek's vaccine, which has reduced the incidence of
leukosis since the early 1970's.

Reductions in postmortem condemnations also led to higher yields in recent
years. The 1987 dressed-weight yield of 72.64 percent of liveweight is lower
than the yields in the early 1980's but higher than the yields in the 1960's
and 1970's.

Marketing Channels

Broilers move from processing to use in three markets. In 1987, 87.9 percent
of product movement was through domestic food markets, which are retail
grocery stores, public places, and institutions. The remainder moved through
pet food and rendering markets (6.8 percent) and export markets (5.3
percent). Processors move over one-half of whole and cutup broilers directly
to retall or institutional food service outlets, bypassing the traditional
wholesale distributor (fig. S). Processors increased the proportion marketed
directly to retailers and institutions during the 1960's. During the 1970's
and early 1980's, however, wholesalers appeared to have gained importance,
especially company-owned distributors. Much of this growth in wholesaling was
due to rapid expansion of further processing and to growth of fast food
establishments. Both outlets tend to use selected broiler parts in ratios
that differ from the natural proportion. Such outlets also require extra
services, which favor purchase from a wholesale distributor.

Institutional outlets (restaurants, government facilities, hospitals, and
other institutions) now use 34 percent of total broiler supply (see fig. 5).
Institutional use 1s up sharply from the 25-percent level of the early 1970's
and the 12-percent level of the early 1960's (6, 48).

The proportion of broiler meat moved through further processors has increased
steadily. Several of the larger further processing operations are carried out
in specialized plants owned by broiler processors who regularly transfer
broilers, whole and parts, from their other plants.

Time Lapse in Marketing

We trace a shipment of ice-packed broilers from a northern Georgia processing
plant to a Chicago consumer to illustrate the time lapse in marketing. Live
birds are hung on the processing line directly from trucks on Monday morning.
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Figure 5—Broiler industry’s major marketing channels, 1987
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